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FARM PRICES AND THE COST OF FOOD 


The following charts, tables, and items of information on farm 
and retail food price trends and related facts have been compiled 
from official Government sources. They are presented in this man- 
ner to aid in giving a clear picture of the extent to which recent farm 
price declines have and have not been passed on to urban consumers. 


FARM AND RETAIL FOOD PRICES, 1946 TO DATE 


When war-imposed (OPA) price controls were removed in the 
fall of 1945, both farm prices and retail food prices advanced rapidly 
(fig. 1). 

Farm prices advanced 29 percent between 1946 and their peak in 
1951, 5 vears later. The advance in retail food prices was even 
greater (45 percent) between 1946 and their postwar peak in 1952 
Since 1951, peak prices received by farmers have fallen 20 points or 
almost back to their 1946 level. In contrast, retail food prices now 
hold within a fraction of their 1952 peak. In June 1954 farm prices 
declined 4 percent; retail food prices advanced 0.5 percent. 

Thus far, almost none of the lower prices received by farmers 
since 1951 has been passed on to consumers in the form of lower retail 
food prices. 

Further declines in farm prices are expected as more livestock 
and livestock products come to market and price-support levels are 
lowered. Consumers can expect little benefit, however, from these 
lower farm prices unless recent tendencies to increase marketing and 
processing charges are curbed. 
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1946 1947 1948 1949 1950 1951 1952 1963 1954 
(1947-1949 = 100 
FIGuRI l Prices received by farmers and retail food prices, 1946 to date 
1947-49 =1 
Prices re . ane Prices re- ane 
Date eived t Retail food Date ceived by | Retail food 
farmers ! : ‘ farmers ! per 
194¢ 84.9 ) 19 5.9 112.8 
1947 y2. 2 5.9 54 lary %. 2 113. 1 
1048 ) 104 t hal 15.9 112. ¢ 
1949 100. ¢ \ re 5.1 112. 1 
1950 95. 1 April 95. 5 112.4 
1951 112.2 112. ¢ May 45.9 113.3 
1952 107 114. ¢ June 92.0 113.8 
1 The base used for computing farmers’ prices is customarily 1910-14 4 conversion to 1947-49 was made 
here permit comparison with retail food price index which is based upon 1947-49. 
Sources: Economic Indicators and Agricultural Marketing Service, USDA. 


FARM PRICES OF WHEAT AND RETAIL PRICE OF CEREALS AND BAKERY 
PRODUCTS 


The city housewife today is paying the highest prices on record 
for bakery products and cereals, vet farm prices for wheat are down 
to 1949 levels again (fig. 2) 

Following the removal of price controls in the fall of 1945, prices 
received by farmers for wheat moved upward to a peak in 1947. 
Retail prices of cereals and bakery products also increased rapidly 
from 1946 to 1948. Farm prices for wheat declined sharply as a 
result of good harvests and a drop in exports in 1948 and 1949 and then 
recovered somewhat in 1951 and 1952 as a result of increased demands 
associated with the Korean war. Since 1952 the farm price of wheat 
has dropped 10 percent and would have dropped further except for 
existing price supports. 

In contrast to the ups and downs of the farm price of wheat, the 
retail price of cereals and bakery products has moved only in one 
direction since World War I]—up. 

In 1953, while farm prices were declining 6 percent, retail prices 
of cereals and bakery products increased 2 percent. Further increases 
in retail prices have occurred in 1954 although farm prices of wheat 
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are now at their lowest levels for several years. In view of this record 
it is difficult to see how urban consumers expect to benefit from lower 
support prices on wheat. 

In January 1948 the farm price of wheat reached a peak of $2.81 
a bushel and the average price of a 1-pound loaf of bread was 13.8 cents. 
Today the farm price of wheat has dropped to $1.91 a bushel vet the 
average price of a l-pound loaf of bread has increased to 17 cents. 
Thus, while the price of wheat declined 32 percent, the price of bread 
has advanced 23 percent. ‘The farm value of the wheat in a 1-pound 
loaf of bread is 2.7 cents. 

In the last half of 1947 the farm value of the corn in a 12-ounce 
package of corn flakes was 4.5 cents and the average retail price was 
16 cents. In the first 3 months of 1954 the farm-value of the corn 
in this package of corn flakes had dropped to 3 cents, while the 
average retail price of the corn flakes had jumped to 22 cents. 

Similarly in the last half of 1947 the farm value of the oats in 
20-ounce package of rolled oats was 6 cents and the average retail 
price was 15 cents. Today, 7 vears later, the farm value of the 
oats in the package has dropped to 5 cents but the average retail 
price has jumped to 18.5 cents. 

















(1947-1949 = 100) 


Figure 2.—Average prices received by farmers for wheat, and retail prices of 
cereals and bakery products, 1946 to date 


1947-49 = 100) 





| ! | ! 

Average | Retail | Average Retail 

prices | prices of prices prices of 
Date ! received | cereals and Date |} received | cereals and 

by farmers bakery | by farmers bakery 

for wheat | products for wheat product 
1946 81.3 75.0 1953 93.0 119. 1 
1947 109.8 94.0 1954—January-_. 4.9 121.2 

1948 100. 5 103. 4 February 96. 3 121 
1949 ‘ 89. 7 102. 7 Marcel 97. € 121.2 
1950 91. ¢ 104. 5 A pril %.3 121. 1 

1951 = 99. 1 114. ( May 43 121 

1952 - 99. 1 116.8 June 89.3 121 


1 Average prices are for calendar year for farmers’ prices. 


Source: Bureau of Labor Statistics and USDA Statistical Service. 
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FARM PRICE OF MILK AND RETAIL PRICE OF DAIRY PRODUCTS 


Both the farm price ot milk and | itterfat and the retail prices of 
dairy products reached a peak in 1952 Since then farm prices have 


dropped 2) pomts while Ie tail prices dropped Y points (fic. 3 


Although milk used for manufacturing purposes and butterfat 
prices were supported at 90 percent of parity in 1953, the farm price 
of these products averaged 10 percent lower than a year earlier while 
retail prices were down only l.7 percent 
Karm prices for milk and | 


butterfat in June 1954 were 10 percent 
below their 1947-49 average while retail prices of dairy products were 
percent higher than in the earlier period. 

Although most of the drop in the support level for butterfat has been 
reflected in lower retail prices for butter, marketing margins have 
videned for cheese. 

In the first 3 months of 1951 the retail price of American-processed 
che CSt averaged 5S cents a pound The farm value of the milk in a 
pound of cheese averaged 35 cents. In the first 3 months of 1954 
the average retail price of American processed cheese had increased 
to 59 cents a pound while the farm value of the milk had dropped to 
29 cents. 
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1946 1947 1946 1949 196 1961 1952 1955 1954 
(1947-49 = 100) 
Ficure 38 Pr receive by farmers for dairy products, and retail dairy 
tuct prices, 1946 to dat 
1947-49 
Dair os Dairy Ret 
product rN all yroduct = F 
dair I Sain 
Date prices re ce y Date prices re- dairy 
roduc roduc 
ceived t " ceived by Saphir 
far r farmers ! - 
1946 17.4 RS 99.3 109.6 
1947 7 i—Janu 6.0 109.7 
1948 1 I ruary 95. 6 109.0 
1949 1. 6 Ma 94.9 108.0 
195 y ) AT 90.1 104. 6 
19 M 00.1 O38. ¢ 
195 110. 2 1 Jur 89 102.9 
Che base used for comput farmers’ prices is customarily 1910-14. A conversion to 1947-49 was made 
here to permit comparison wit 1 retail prices whi ire based upon 1947-49 


Sources: Bureau of Labor Statistics Reports and Agricultural Marketing Service, USDA. 
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Farmers who supply milk for the Chicago market received 8 cents 
a quart and farmers who supply milk for the New York City market 
received 12 cents a quart in June 1954 for the milk for fluid use which 
cost urban housewives 25 cents a quart delivered to their doors. 


PRICE SPREADS ON OTHER FARM PRODUCTS 


A shirt—s, $3.95 cotton shirt—contains about 30 cents’ worth of 
cotton. That is what the farmer gets. Cutting back the price of 
cotton would mean very little in the price of a shirt. 

In the case of tobacco, the produce ers in 1953 received about $800 
million for that part of their crop consumed : the United States. 
Federal, State, and local taxes on the 1953 crop, by the time it reached 
the consumers, amounted to approximately $2 ,100 million. 

A 5-cent peanut candy bar contains about one-half cent’s worth of 
peanuts, and if the confectioners got their peanuts free this would not 
change the price on a 5-cent candy bar—although a few more peanuts 
might be added. 


HOURLY EARNINGS OF INDUSTRIAL WORKERS AND RETAIL FOOD PRICES 


Retail food prices have not increased as much as the hourly earnings 
of industrial workers during the past 20 vears of farm programs (fig. 4). 

Since 1948 in particular, hourly earnings of industrial workers have 
continued to increase while retail food prices have leveled off and farm 
prices have declined almost 20 percent. 

Industrial workers can now buy more food with the earnings of an 
hour of labor than in any earlier period in history. One hour’s average 
factory pay bought the following quantities of specific foods in 1914, 
1929, and 1953: 





1914 | 1929 1953 1914 ie | 1929 | 1953 
| | 

Bread _-__- ---.-.-pounds..| 3.5 6 4 10.7 |} Potatoes. pounds adie 12.4] 17.7] 32.6 

Round steak.....-.--...do...-| 0.9] 1. 1.9 || Oranges dozen__}......| 1.3] 3.6 

Pork chops..---- 6752.8 BOT, 7 2.1 || Bacon pounds 8} 1.3] 22 

Butter ae do | 6 1.0 2.2 l'omatoes No. 2 cans 4.4 10.0 

Milk. 5 a quarts 2.5 3.9 7 Cheese...-.. 1K is 1.0 1.4 2.9 
eras dozen .6] 14 2.5 |} 
| | 
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[1947-49 = 100] 


Average Average 
hourly hourly 
a . acai Retail food 
— earnings Retail food — earnings oe 
Date of in- prices Dat of in- — 
dustrial lustrial 
workers workers 
1934 11.9 { 194¢ R1.¢ 79. ( 
1935 13.3 19. 7 1947 3. ( 95.9 
1936 13.7 50.1 || 1948 101.7 104. 1 
1937 49.1 2.1 1949 106. 1 100. 0 
1938 19 48, 4 19 9 101. 2 
1939 19.9 47.1 1951 18.8 112 
1940 3.7 17.8 0 114. ¢ 
1941 4.5 52.2 ) 32.8 112.8 
1942 62.5 al 1s ] 1 ( 113.1 
1943 69.4 68 } I 112. ¢ 
1944 73. 5 7.4 M 112.1 
1945 74.8 68.9 AY 112.4 


Source: Bureau of Labor Statistics report 
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od in the United States 5 cents goes 
r products not produced on American 
nt by the American housewife for 
cents now goes for processing, mar- 
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and other supplies required by mod- 


Thus, the farmer and his family have about 14 cents out of each 
consumer dollar spent for domestically produced food for their work 


and their investment. 
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